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. INTELLIGENCE MEMORANDUM NO. 201

SUBJECT: Trieste Develcpments Afford USSR Exploitable Issue

Jugoslavia's recent move toward consolidating the economy of its
Zone of Trieste with that o.t'?ugoslavia oroper, as well as the resultmg
sharp Italian redct::,on, has placed a sizable obst ,.acle in the *auh of
Italo-Yugosiav rapprochement on Trleste and has thus facilitated
possible exploitation éf the Trieste issue by the Kremlin in order f,of A
embarrass Tito's relati_éns with the West, Specificélly_. the Yugbslav'
aét.ion coésists of *hé .announceme*ﬁ'- early in July of the. substltutlon
of the Yuﬁoslav dinar in place of zn occupc.tv on currency as the Yugoslav

-

che's monetary umt wh:x_ch 13 to e mpl nented by a »00 mlllon oy

dinar (10 million dollar) 1oa.n to. tne Zone. ’ ':, =

'l‘ito's prec:.pltous" actz.on vea.s taken desplte the resu.i,t:mt

topportumt:.es for Kreml..n exploltat.conoi Pmng lu.s mt...ves \“or tlu ar
(1) A fear prompted by the Sov:.et aoandonmen’c. of ’Iugoslav {.lalms -
against Austma that " the Kremlip was sm;arly plannlng to 31 ouns : 1ts: .
'support of an. mternatlonal Trieste in favor of uhe standing Westarn -

proposal of March 1948 to return the whole Fres Tez'z'luory to Italy, and

(2) a consequent (.eaz.re Yo strengthen the Vu,,oslcw bargalnmg p031tion by h

'ohus indicating an :!.nbentior; to z'e'taln ccmtrol of Zone B, Vugoslav ,

Note: This memorandum has not been coordinated with the intelligence organi-~ °
zatlons of the Departme'rrs of State, Army, anvy and the A:Lr Force.
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adxiety bver a possible Soviet move on Triestelarises more from aﬁ
esiimate of the embarrassment to Yugoslav-western.relations,'and the
loss of prestige attendant upon such a maneuver, than from the proépect
ofklosing Trieste. Yugoslav leaders have probably long since aband;ned
any real ;;pirations to the city of Trieste itself, which they must
reallze to be an economic liability although uhey probahly want to re-
tain the Istrian penlnoula. Yugoslav utuerances to the contrary may be
larpgely motivated by'prcpaganda considerations.

'By his unilateral acfibn, Tito has-fetardea'the recent improvement
of Iugoslav~1talian.relaticns, has formzlly compiiéated Yugoslaviats
relations. w1th the Tést, and has cr eated a situation where further face-
sgving_mpvqs b§ Italy and Yugoslavia gré_ﬁeqagsary.:_lf'italy continues

to heﬁjrigidly:tovits present 1inevdemanding'thélréturn of the ﬁhole of

A Trleste to Italy, calls upon the mestern waers to 1mp1ement th91;

>uarch l9h8 proposal and pursues ts lntention offappeallng the qu98u10n

to the UN both Italian and Yﬁgoslar public opinion wkll become so

aroused as- to prevent the concess:ons prereqnlslte to any bi ateral

agreement.r-

In the absence ofuahyvannounced-intention by Italy and Yugoslavia

to arbitrate the Trieste 1ssue, the Krealin's' capab11¢ty to compllcate

YugGQlav -Itallanyvestern relatloqs is enhanced Should the uov1et Unicn
continue on its present course in support of an 1nterqat¢0na‘ Free

Territqry_under UN auspices; it can publicly deplore sabotage of the




L
Italian Peace Treatﬁr by the de _i_’éégg absorption of Zone B by Yugoslavia
and of the Allied Zone by Itely. Such a course would be consist.'ent
with the Soviet postwar practice of formal adherence to éngagements -
entered into by the Big Four, despite the XKremlin's repeated violations
of the spirit of many such agreements. The Eremlin, morecver, would
thus avoid offering_‘ Tito the opportuﬁity to exploit furtixer Yugoslav
nationalism by ppinting to another Sovisk sell~oub,

On the other hand, the Soviet Union can gain significant advantages
by announcing its support of the standing Western ﬁropbsél to return
the whole Territory to Italy, Such a move would complicate Yugoslav
relations with Ttaly and the fiest during a diffiouls transition period.

It would be’ calcula'hed ©o impress upon the Fugoslav people their isolatiozi

~.

from both East and West Mareover, the Soviet Union could thus point to
an. ostensibly conc111atory gesture toward the West. The 1mportance of
the a’oove consn.deratlons in the Kramlm"" accelerat.ed campalgn against |
the Yugoslav rsgime, therefore, snogests that the USSR may -t:une an |

announcement supporting the Western proposal on Trieste to deliver a

most effective blow against Tito.




